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F. W. Woolworth Co. 1977 Annual Report 

FISCAL YEAR ENDED JANUARY 31 1978 


Consolidated Statistics in Brief 


For the fiscal years ended January 31,1978 and 1977 


Sales. 

Net income. 

Capital expenditures . . . 
Advertising costs . 

Short-term debt—foreign 
Long-term debt. 

Shareholders’ equity . . . 


1977 1976 


(in thousands of dollars) 


$ 5 , 534,500 

91,900 

108,900 

139,500 

4,100 

423,000 

1 , 126,300 


$5,152,200 

108,200 

102,700 

119,800 

3,900 

428,900 

1,076,800 


Per common share 

Net income 

Primary. $ 3.03 $ 3,62 

Fully diluted . 2.91 3.45 

Dividends declared . 1.40 1.25 


Common shareholders’ equity 


36.05 34.44 


Sales 

(in billions of dollars) 


Net Income 

(in millions of dollars) 

6 120 




68 69 70 71 72 73 74 75 76 77 


68 69 70 71 72 73 74 75 76 77 







































To Our Shareholders: 


Net earnings of the Company declined to $91,900,000 
or $3.03 per common share, 15% less than a year 
ago. Sales increased to $5,534,500,000, a 7% 
increase from 1976. The earnings reduction was 
caused by foreign currency fluctuations, higher 
income taxes of the German subsidiary and lower 
operating results of the U.S. Woolworth and Woolco 
Division, as well as The Richman Brothers Company. 

Fourth-quarter earnings increased 17% over a 
year ago as foreign currency movements were favor¬ 
able, particularly in Great Britain where local currency 
earnings also improved. Although the quarter bene¬ 
fited from generally favorable levels of December 
business in the consolidated companies, earnings 
were dampened somewhat by higher operating costs 
and by Canadian exchange rates. 

Foreign currency fluctuations continued to be a 
major problem in the interpretation of the results of 
operations of your Company. The weakening of the 
Canadian dollar had a severe effect on profits, but this 
was partially offset by the strengthening of the German 
deutschemark and the English pound sterling. 
Quarter-to-quarter earnings fluctuations underthe 
FAS No. 8 method of calculation were substantial. The 
net effect of currency changes over the time period of 
the total year, however, was a reduction of 54 cents 
per share in reported earnings as compared to an 
increase of 3 cents per share in 1976. 

The Company continued its world-wide expansion 
plans, opening 249 retail units, including 191 in its 
Kinney Shoe Corporation. 

Kinney has emerged as the Company’s major 
profit contributor and will play a leading part in our 
future expansion. It recorded a 17% increase in sales 
in 1977, with a strong fashion pull from boots and from 
athletic footwear. It was Kinney's fifth consecutive 
year in which earnings growth exceeded 20%. 

In the United States, while consumer purchases 
continued at a satisfactory level, competition was 
intense as large retailers increased promotional and 
advertising budgets to improve market share. 

The U.S. Woolworth and Woolco Division experi¬ 
enced an earnings decline during the year. Programs 
to improve the results of this Division are being given 
the highest priorities. Earnings of Woolworth were 
depressed by losses relating to the closing of older 
stores during the year and the absorption of higher 
insurance and other costs. Earnings of Woolco were 


affected by fi rst-year costs of the new customer 
credit program introduced at the start of the year. 

Richman Brothers, which also experienced an 
earnings decline this year, enjoyed a satisfactory 
fourth quarter as purchases of men’s wear increased 
somewhat after a disappointing three quarters. 

The Canadian Woolworth and Woolco operations, 
77% of which represent Woolco sales, increased 
operating profits in Canadian dollars compared to 

1976. This was accomplished despite rising unem¬ 
ployment. Kinney’s operating profits in Canada also 
increased as its retail expansion continued and the 
consolidation of factory operations was completed. 

Operating profits in Canadian dollars forWoolworth 
and Woolco, as well as Kinney, were reduced in 1977 
by $27.7 million in translation to U.S. dollars. How¬ 
ever, a tax relief bill passed by the Canadian Parlia¬ 
ment at year-end benefited net earnings by $4.8 
million for these two operations in Canada. 

The German economy continued to be slow during 

1977. Our subsidiary i n that country performed well 
compared to its competition. At a time when earnings 
of many retailers were declining, it held its local 
currency operating earnings approximately steady. 
Operating earnings in U.S. dollars were improved by 
currency fluctuations. Net income, however, was 
depressed by substantially higher German taxes. 

The Mexican subsidiary turned in a fine perform¬ 
ance in a difficult, inflationary retail environment 
following the 1976 devaluation of the Mexican peso. 
Operating earnings in local currency were higher 
than 1976 and in the latter months were also im¬ 
proved in U.S. dollars. 

Retailing in Great Britain continues to be centered 
in downtown locations and Woolworth’s United King¬ 
dom subsidiary owns hundreds of the finest retailing 
locations in Great Britain. The decline of the British 
economy over the past several years has hampered 
the Company’s overall efforts. Widespread recogni¬ 
tion of the problems of inflation provides a basis for 
optimism assuming the benefits of the North Sea 
oil flows continue to materialize. 

The Company's total financial condition continues 
satisfactory with all domestic short-term debt being 
repaid at year-end for the second consecutive year. 
The Canadian subsidiary sold a $55 million Canadian 
bond issue to fund out accumulated short-term debt 
for itself and Kinney-Canada. Despite this, consoli- 


dated long-term debt was reduced during the year 
and debt ratios were improved. 

On January 1, 1978 a new era of Woolworth man¬ 
agement was started when Edward F. Gibbons 
became Chairman of the Board, retaining the title of 
Chief Executive Officer, and W. Robert Harris be¬ 
came President and Chief Operating Officer. 

Also on January 1,1978, John W. Lynn, Senior 
Executive Vice President, became President of the 
U.S. Woolworth and Woolco Division, succeeding 
Mr. Harris, while John L. Sullivan, Executive Vice 
President, became General Manager of the U.S. 
Woolworth and Woolco Division. 

On December31,1977, Lester A. Burcham, Chair¬ 
man of the Board, retired after 46 years of service to 
the Company, and John S. Roberts, Vice Chairman, 
retired after 47 years of service. Mr. Burcham con¬ 
tinues as a Director. During the year former Chairman 
Robert C. Kirkwood retired from the 8oard and was 
named an Honorary Director. We are very grateful for 
their efforts and dedication. 

We are also grateful for the dedication of our 
employees and the support of our shareholders, cus¬ 
tomers, suppliers and landlords. 

We expect 1978 to be a reasonably good year for 
the retail industry and for your Company. We expect 
modest improvement in the economies of the coun¬ 
tries most important to us. We will open 308 stores 
throughout the world during 1978. Although we can¬ 
not predict fluctuations in foreign currencies, we 
believe that they will be less unfavorable than in 1977. 
The principal task of management will be to improve 
the profitability and return on investment of every 
segment of the business. While the competitive situa¬ 
tion in the United States will continue to be intense, 
the Company’s merchandising plans are taking this 
into account and will be aggressive in responding. 


EDWARD F. GIBBONS Chairman and Chief Executive Officer 


/t? 


W. ROBERT HARRIS President and Chief Operating Officer 



EDWARD F. GIBBONS 



W. ROBERT HARRIS 


March 8,1978 
















F. W. Woolworth Co. 

is a growing multinational retailer distributing general 
merchandise through 5627 retail stores and leased 
departments in the U.S. and other countries. 

PROFILE OF THE COMPANY STORE RECORD 



WOOLWORTH 

—1458 stores are located in the United States, Puerto Rico 
and the U.S. Virgin islands, 214 in Canada, 197 in Germany 
and 32 in Mexico and Spain. Merchandise selections vary 
by country and by store size within any country. 


WOOLCO 

— 274 stores are located in the United States and 93 in 
Canada. Woolco stores are full-line discount stores. An 
additional 14 Woolco catalogue stores are operated by 
Woolworth’s Canadian subsidiary. 


KINNEY 

—1406 stores are located in the United States, Puerto Rico 
and the U.S. Virgin Islands and 300 in Canada and Aus¬ 
tralia. There are 233 leased departments in the U.S. and 96 
in Canada. Family shoe stores are Kinney’s principal busi¬ 
ness. It also operates stores named Susie’s Casuals spe¬ 
cializing in misses' sportswear; a growing chain of stores 
named Foot Locker specializing primarily in athletic foot¬ 
wear; a number of shoe stores using the names Lewis, 
Mankind and Fredelle in Canada and Williams in Australia. 
Manufacturing is performed in 11 factories. 


RICHMAN 

— 276 stores operate in the United States under the names 
of Richman or Anderson-Littie. The stores are principally 
engaged in the merchandising and sale of men’s and boys’ 
clothing and furnishings. Four manufacturing plants sup¬ 
port retail operations. 


WOOLWORTH-GREAT BRITAIN 

— 1034 stores are located in the United Kingdom, Eire and 
the Caribbean. Included are Woolworth and Woolco units 
and catalogue stores which use the name Shoppers World. 


OPERATIONS 


United States, Puerto Rico 

and U.S. Virgin Islands 

Canada 

Germany 

Mexico 

Spain 

Total 


United States 
Canada 
Stores 
Catalogue 

Total 


United States, Puerto Rico 
and U.S. Virgin Islands 
Stores 

Leased departments 
Canada and Australia 
Stores 

Leased departments 
Total 


United States 


CONSOLIDATED COMPANIES 

Stores 

Leased departments 
Total 


Woolworth 

Woolco 

Catalogue 

Total 


GRAND TOTAL 

Stores 

Leased departments 
Total 
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RETAIL UNITS 

In 

Operation 

Jan 31 Opened 

1978 1977 

In 

Operation 
Closed Jan. 31 

1977 1977 

HNM 

Planned 

openings 

1978 

SQUARE FEET 

OF SELLING AREA 
(in millions) 

January 31 Percent 

1978 1977 change 

SALES 
(in millions) 

For the fiscal years 
ended January 31 

1978 1977 

Percent 

change 

SALES PER SQUARE FOOT 

For the fiscal years 
ended January 31 Percent 

1978 1977 change 

1,458 

14 

59 

1,503 

12 

24.6 

25.4 

(3)% 

$1,463.8 

$1,384.8 

6% 

$ 59.50 

$ 54.52 

9% 

214 

— 

3 

217 

2 

3.6 

3.7 

(3) 

255.4 

278.4 

(8) 

70.94 

75.24 

(6) 

197 

10 

2 

189 

5 

2.9 

2.6 

12 

580.9 

492.5 

18 

200.31 

189.42 

6 

24 

— 

— 

24 

— 

.6 

.6 

— 

43.1 

47.4 

(9) 

71.83 

79.00 

(9) 

8 

1 

— 

7 

- 

.3 

.3 

- 

12.7 

13.5 

(6) 

42.33 

45.00 

(6) 

1,901 

25 

64 

1,940 

19 

32.0 

32.6 

(2) 

2,355.9 

2,216.6 

6 

73.62 

67.99 

8 

274 

15 

_ 

259 

23 

22.2 

21.0 

6 

1,540.7 

1,375.7 

12 

69.40 

65.51 

6 






9.2 

8.9 

3 

870.0 

884.8 

(2) 

94.56 

99.42 

(5) 

93 

3 

— 

90 

6 










14 

- 

— 

14 

- 










381 

18 

- 

363 

29 

31.4 

29.9 

5 

2,410.7 

2,260.5 

7 

76.77 

75.60 

2 






4.1 

3.9 

5 

574.4 

473.3 

21 

135.02 

116.77 

16 

1,406 

135 

24 

1,295 

163 










233 

16 

6 

223 

23 















.8 

.8 

— 

115.5 

115.1 

— 

144.37 

143.88 

— 

300 

30 

7 

277 

42 










96 

10 

— 

86 

6 










2,035 

191 

37 

1,881 

234 

4.9 

4.7 

4 

689.9 

588.4 

17 

136.55 

121.38 

12 

276 

12 

12 

276 

24 

1.4 

1.4 

— 

156.7 

159.9 

(2) 

111.93 

114.21 

(2) 

4,264 

220 

107 

4,151 

277 










329 

26 

6 

309 

29 










4,593 

246 

113 

4,460 

306 

68.9 

67.8 

2% 

$5,534.5 

$5,152.2 

7% 

$ 80.02 

$ 75.73 

6% 

1,004 

3 

14 

1,015 

2 










13 

- 

1 

14 

— 










17 

— 

2 

19 

— 



Sales and sales per square foot of foreign operations 




o 

1 7 

i n/tft 

o 



expressed above in U.S. dollars are affected by fluctu¬ 



1 ,004 

o 

1 / 

i ,U4o 

d 



ations of currency exchange rates in each of the years. 




5,298 

329 

5,627 


223 124 

26 6 

249 130 


5,199 279 

309 29 


5,508 


308 
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U.S. Woolworth and Woolco 


Top: Buster Brown clothing is popular with 
Woolworth customers. 

Center: Drugs and cosmetics are among the largest 
volume departments in Woolworth stores. 

Bottom: Women’s fashion merchandise is among 
the fastest growing departments in Woolco stores. 


Sales 



Income before corporate expenses, 
interest and taxes (' n millions of dollars] 


75 





50 
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73 74 75 76 7T 


The U.S. Woolworth and Woolco Division's sales of 
$3,004 million were up 9% over 1976, while income 
of $51 million, before corporate expense, interest and 
taxes, declined by 29% from 1976. 

Performance in 1977 was affected by losses re¬ 
lating to the closing of older Woolworth stores during 
the year and by the absorption, in Woolco stores, of 
first-year costs of the new customer credit program 
introduced at the start of the year. The Division is 
engaged in a comprehensive profit improvement 
program. 

During 1977 the Division further strengthened mer¬ 
chandise control in its Woolworth and Woolco stores. 
It also improved its position in designated markets by 
"clustering” its new Woolco stores. 

As an illustration of the "market cluster" approach, 
Woolco opened five stores simultaneously in the Suf¬ 
folk County area of Long Island, marking Woolco's 
first venture in the State of New York. These locations, 
representing more than 500,000 square feet of total 
space, were chosen after detailed market studies in¬ 
dicated good potential for Woolco-type operations. 

Reflecting the success of the initial Woolco move 
into Long Island, three additional Woolco stores are 
planned to open in the midyear of 1978. The new 
units are expected to bolster Woolco’s dominance of 
the Long Island, New York market. 

Similarly, the "market cluster" approach will be 
employed during 1978 in the New Orleans area where 
a ninth unit is planned and in the Greater Washington 
D.C. market area where five new stores will be added 
to the eight now in operation. 

More than 20 Woolco stores are planned for 1978, 
All will be located within market areas in which Woolco 
already operates. 

Woolco is putting greater emphasis on national- 
brand lines of merchandise which have high levels 
of consumer recognition and acceptance. 

The fastest growing major departments in Woolco 
stores continue to be women’s fashions, men's and 
boys' clothing, sporting goods, horticulture, home 
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Top: Toys are synonymous with WooJworih in the 
minds of most customers and sales were outstanding. 
Center. Teen agers are frequent shoppers in 
Woolworth and Woolco stores and records are a 
major lure. 

Bottom: Thirty-three Harvest House and Red Grille 
food units were opened last year 



furnishings and major appliances. 

While the Division has been reducing the number 
of its Woolworth units in the United States, the 172 
new stores opened over the past 10 years have pro¬ 
vided approximately the same selling space as the 
735 small stores closed during that period. 

Offering greater convenience, service and slightly 
different merchandise assortments than discounters, 
Woolworth stores fill a special retailing need, particu¬ 
larly in metropolitan and neighborhood areas where 
more than 50 percent of these stores are located. The 
Division’s program of rehabilitating, enlarging and 
modernizing these locations is continuing. 

Woolworth stores continue to concentrate their 
merchandising emphasis on providing reliable quality 
and assortments of seasonal and staple merchandise. 
Departments that continue to be popular include 
housewares, cosmetic and toilet articles, stationery, 
and horticulture. 

Among the 14 Woolworth stores opened in 1977 
was a 96,000 square foot unit in the Market Street 
East Redevelopment Area of Philadelphia. Woolworth 
was the first national retailer to establish a new outlet 
in the area. This is the largest Woolworth store in the 
Division's six-state Mid-Atlantic Region. It represents 
the very latest in Woolworth store design and incorpo¬ 
rates the services, facilities and in-depth merchandise 
selections normally found only in Woolworth’s largest 
shopping mall stores. 

Another 12 new Woolworth stores are programmed 
for 1978, seven of which will be of a full-line store 
format. By the end of 1978 Woolworth will have 55 
stores of this type, averaging 55,000 square feet in 
area and located mainly in smaller communities. 

As part of the Division’s efforts to improve opera¬ 
tions during 1977, the following procedures were in¬ 
stituted: 

■ Greater control of buying, merchandising and 
advertising programs was established at corporate 
headquarters. 

■ Computer systems were expanded to allow more 
detailed reporting and analysis of operations. 

■ Machine-readable ticketing was introduced in 100 
Division-operated Woolco men’s and boys’ apparel 
departments. This is a modern data processing sys¬ 
tem designed to provide weekly sales and unit infor¬ 
mation in 125 merchandise categories. Expansion of 
this concept to other merchandise departments is 
planned. This will result in further efficiencies at store 
level. 
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U.S. Woolworth and Woolco (continued) 


■ Faster distribution of merchandise to stores was 
accomplished through further expansion of ware¬ 
house facilities and the company’s leased truck fleet. 
A 260,000 square foot addition was completed at the 
Greenville, South Carolina Distribution Center, and 
construction was commenced on a 1.3 million square 
foot distribution center in Junction City, Kansas. Com¬ 
pletion of the new center is scheduled for early 1979. 
These improvements are designed to reduce costs 
and improve overall stock positions. 

The Division is engaged in an intensive program to 
improve its profits and the rate of return on investment. 
It is reexamining every facet of its operations and 
instituting short and long-term projects to correct 
areas not producing satisfactorily. Profit improvement 
will be accorded the highest priority in 1978. 

The advertising promotions of the Woolworth and 
Woolco Division were increased in 1977 to maintain 
the Division’s strong promotional stance. Weekly tab¬ 
loid and newspaper insertions kept over 40,000,000 
readers in 450 markets informed of the values avail¬ 
able in 1300 stores. Television commercials in 32 
national and 38 local Woolco market areas, and radio 
and magazine advertising to a lesser degree, supple¬ 
mented the Division's weekly newsprint promotions. 

Planning teams of merchandising and advertising 
specialists from the regional and executive offices 
coordinated the selection and scheduling of the many 
product lines featured in the aggressive and central¬ 
ized promotional programs. 

During 1977 Woolworth maintained its role as one 
of the nation’s leading operators of food services. In 
the United States the Company operated food units in 
1497 stores, serving an average of one million cus¬ 
tomers a day. 

Food units in new Woolworth stores in shopping 
centers or malls are Harvest House restaurants, cof¬ 
fee shops and fast-food and take-out operations 
known as Harvest House Jrs. Harvest House restau¬ 
rants are geared to family dining. While Red Grille 
units in Woolco stores are fast-food operations, they 
offer a broader assortment of foods than do typical 
outlets. Thirty-three Harvest House and Red Grille 
units were opened during 1977 with 30 more pro¬ 
grammed for 1978. Louis W. Paynter, Vice-President- 
Restaurant Operations, directs Woolworth’s food 
services in the U.S. 

Woolworth considers its personnel a most impor¬ 
tant resource, second only to its customers, and the 
essential factor in making all other resources more 


Top: Woolworth and Woolco stores offer a wide 
variety of children’s fashions. 

Center: A varied assortment of lamps and electrical 
fixtures is available in most Woolworth and all 
Woolco stores. 

Bottom: Exemplifying the one-stop shopping concept, 
Woolco stores have complete auto service departments. 
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Top Indoor and outdoor plants and horticultural 
supplies continue to be popular with customers 
Center. Fixtures which permit hanging displays of rugs 
and carpeting help customers in making selections 
Bottom: Sales of major appliances are growing in 
Woolco and larger Woolworth stores. 



productive. The selection and training of qualified men 
and women are vital to Woolworth’s operations. 

Increasing attention is being given to training em¬ 
ployees at afl levels —store managers, assistants and 
sales people, as well as specialists in many support¬ 
ing positions. 

In this important area, the Division is constantly 
upgrading and revising its training programs to meet 
the changing needs and demands of retailing. 

The Division's most concerted and far-reaching of 
these programs involves the 2,000 men and women in 
training to become managers. More than 60 percent 
of the trainees are college graduates and almost 90 
percent have attended college. 

This future management program consists basically 
of on-the-job training and it lasts an average of three 
to four years. The men and women who successfully 
complete the management training program are 
thoroughly equipped to meet the challenges of mod- 
ern-day retailing, 


W. Robert Harris, who headed the U.S. Woolworth 
and Woolco Division during 1977, was elected Pres¬ 
ident and Chief Operating Officer, effective January 1, 
1978. 

John W. Lynn, Corporate Senior Executive Vice- 
President, now is directing the Division’s operations 
as President. Lynn has been with Woolworth for 36 
years and a Company officer since 1969. 

John L. Sullivan, Corporate Executive Vice-Presi¬ 
dent, has succeeded Lynn as General Manager of the 
U.S. Woolworth and Woolco Division. Sullivan joined 
Wooiworth 30 years ago and has been a Company 
officer since 1971. 


Equal Employment Opportunity 

Through the years Woolworth has remained in the 
forefront in providing equal employment for all, re¬ 
gardless of age, race, sex, religion or national origin. 
Along with evolving social mandates, the Company 
has given sincere recognition to still broader obliga¬ 
tions in this area and is dedicated to meeting estab¬ 
lished goals for assuring still greater female and 
minority representation within its managerial and 
supervisory ranks. 
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Kinney Shoe Corporation 


Sales -consolidated Income-consolidatei, before corporals expense, 

(in miflio.is ol dollar's) interest and taxes 410 millions o^f dollars) 



Kinney Shoe Corporation in 1977 once again reached 
new records in sales and earnings. Sales of $690 mil¬ 
lion in its U.S., Canadian and Australian operations 
were up 17% from 1976. Earnings before corporate 
expense, interest and taxes reached $78 million, up 
30% over 1976. Since 1973, Kinney sales have in¬ 
creased 92% and ‘‘operating earnings” have in¬ 
creased 179%. 

Kinney increased its store coverage in major mar¬ 
kets during 1977 by opening units in all new regional 
shopping centers that were opened in the United 
States. Increased store coverage in lesser markets was 
achieved by opening stores in new smaller centers. 

Kinney opened 191 units during the year, complet¬ 
ing its most successful expansion phase since be¬ 
coming a Woolworth subsidiary in 1963. Response 
to consumers' merchandise preferences contributed 
greatly to the success of Kinney’s new stores, as did 
an aggressive real estate strategy that insured the 
^■ selection of profitable locations. 

Innovative marketing and advertising programs, as 
well as intensive and thorough personnel training pro¬ 
grams, also contributed to the Company’s substantial 
growth and continued success. Kinney now operates 
2,035 retail outlets in the United States, Canada, 
Puerto Rico, the U.S. Virgin Islands and Australia. 

Susie’s Casuals, Kinney’s young women's apparel 
chain, continued its rapid expansion during 1977, 
opening 28 new stores in regional shopping centers 
throughout the United States. In the increasingly im¬ 
portant area of women’s fashion apparel Kinney’s 
continuing success was the result of achieving a 
proper merchandising balance between domestically 
manufactured and imported fashions. 

Kinney more than doubled the number of its popu¬ 
lar and profitable Foot Locker stores, complete ath¬ 
letic footwear centers which offer national brand as 
well as private label merchandise. Thirty-three Foot 
Locker units now are in operation in shopping centers. 

The Kinney Shoe division in the United States con¬ 
tinued its steady expansion in 1977, opening 90 


Top: Kinney shoes fit the family members and 
budgets. 

Center: Attractive interiors of Kinney stores have 
been created by "out of sight 1 ' storage and special 
display fixtures. 

Bottom; Kinney's store personnel undergo intensive 
training to help provide the best customer service. 
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Top: Susie’s Casuals is expanding rapidly in U,S 
regional shopping centers. Stores feature women’s 
fashion apparel. 

Center: Customer finds merchandise to her liking in one of 
28 Susie’s Casuals’ units opened in 1977. 

Bottom: Kinney more than doubled its Foot Locker stores 
last year. Outlets offer lines of athletic footwear and 
sports apparel. 


stores, more than any other shoe retailer. Kinney is 
the nation’s fastest growing family shoe store chain. 

Kinney’s Canadian and Australian divisions also 
expanded during the past year with 33 stores and 
leased departments opening in Canada and seven in 
Australia. With this expansion Kinney continued to 
maintain marketing dominance in these countries. 

Scheduled for opening in 1978 are 100 Kinney 
stores, 28 Susie's Casuals and 35 Foot Locker units 
in the United States, as well as 48 additional retail 
outlets in Canada, Puerto Rico, the U.S. Virgin Islands 
and Australia. 

Kinney’s expansion effort is supported by a nation¬ 
wide recruitment program designed to attract top- 
quality personnel. Every management candidate goes 
through an intensive four-phase training program un¬ 
der the direct guidance of an experienced manager. 
This '’one-on-one” approach to management devel¬ 
opment is dictated by the specialized nature of Kin¬ 
ney’s various retail enterprises. 

Ail Kinney shoe stores are merchandised with styles 
designed for the geographic areas they service. Kin¬ 
ney buyers travel to fashion capitals all over the world 
to find the newest styles. The 10 Kinney shoe factories 
in the United States operated at 100 percent capacity 
during 1977, interpreting and manufacturing footwear 
based on styles brought back by buyers. 

An extensive program has firmly established a na¬ 
tional advertising position for Kinney. Network tele¬ 
vision and national magazines carry much of Kinney’s 
advertising, which soundly reinforces Kinney’s image 
as the “Great American Shoe Store.” Advertising plans 
for 1978 include the addition of network radio. 


Richard L. Anderson has been President of Kinney 
Shoe Corporation since 1975. His responsibilities in¬ 
clude the overall direction of 2,035 retail outlets in the 
United States, Canada, Puerto Rico, the U.S. Virgin 
Islands and Australia. He also became a Woolworth 
Corporate Vice-President in 1978. 
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Rich man Brothers 


Sales 

(in millions of dollars] 


Income before corporate expense, 
interest ^nd taxes (in millions of dollars) 



The Richman Brothers Company’s operating results 
in both sales and earnings fell below 1976. Sales of 
$157 million were affected by the closing of its Stein 
Division stores. Earnings of $6 million before corpo¬ 
rate expense, interest and taxes were 25% lower than 
1976. Since 1973 sales have increased by 28% but 
“operating earnings’’ have fluctuated. 

Richman, a manufacturer and retailer of men’s 
clothing, opened 12 new stores during 1977, all in 
existing market areas where the units could benefit 
from customer awareness of the Richman trademark 
(700 fussy tailors) and achieve greater efficiency in 
advertising expenditures. 

This expansion within present market areas also is 
reflected in Richman's plans for 1978. Twenty-four 
new stores are planned, all in market areas presently 
served by Richman units. The Company also will pro¬ 
ceed with its on-going program of modernizing exist¬ 
ing stores. 

Richman was operating 189 stores in 37 states and 
the District of Columbia at the end of 1977, as well as 
87 Anderson-Little family apparel stores located in 
the eastern part of the United States. 

All of Richman’s new retail outlets, as well as 22 
remodeled or enlarged stores, utilize the “open front” 
design first instituted in 1976. This “open front” look, 
coupled with new ''cube" display innovations which 
take advantage of vertical space, has created a con¬ 
temporary environment for shoppers in Richman and 
Anderson-Little stores. 

Tailored clothing, particularly vested suits, was a 
big seller for Richman in 1977. Shirts, ties, sweaters 
and other men’s furnishings also moved quite well. 

Donald J. Gerstenberger has been President of The 
Richman Brothers Company since 1970. He directs 
the operations of 276 retail stores and four manufac¬ 
turing plants in the United States. 


Top: Shirts are among big sellers in Richman and 
Anderson-Little stores, New glass display fixtures 
make selection easier for the customer. 

Center: Personalized service is a majorfeature of 
Richman’s merchandising efforts. 

Bottom: Modernizing of Richman and Anderson-LitUe 
stores progressed during 1977. This program will 
continue in 1978. 
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Top Handbags, luggage and other leisure goods are 
popular with Woolworlh's shoppers in Great Britain 
Center: British stores are placing special emphasis 
on family clothing 

Bottom The British Company's program of store 
refurbishment is continuing 


Great Britain 



Sales Net Income Parent Company Equity in 

{in millions ol pounds sterling) qqq fin gull ions ot pounds sterling) 3qq Net Income (in millions uf dollars) 3, ■:) 



F. W. Woolworth ancf Co. r Limited, Great Britain, com 
fronted with a highly competitive retail market situa¬ 
tion, performed well in 1977 In local currency, pound 
sterling (£), sales of £724 million were up 9% from 
1976, while after-tax earnings of £22 million were up 
35%. Only the U.S. dollar equivalent of our 52.7% 
share of this subsidiary's after-tax earnings is included 
in our own results. 

Woolworth-Great Britain is continuing to increase 
its market share in clothing, furniture, audio, luggage 
and leisure equipment. These special development 
areas are in markets with greater than average pros¬ 
pects for future growth. Seventy-three stores have 
been refixtured to improve clothing presentation and 
men’s wear shops have been established in 13 
larger units. 

A full range of home furniture has been introduced 
into 36 larger stores. Sales have been excellent. 

During 1977 Woolworth-Great Britain modernized 
24 Woolworth units, six of which were also enlarged. 
Three new Woolworth stores were opened. During 
1978 two Woolworth stores are to be opened. 

Following the Company's successful first venture 
into hypermarket operation, further site acquisitions 
are being made in areas of high potential to provide 
a continuing program of expansion. 

The British Company is introducing a staff appraisal 
system for improving employees’ effectiveness and 
developing future managerial talent. As part of this 
program to increase efficiency and improve customer 
service, Regional Training Centers have been estab¬ 
lished. 


Stephen J. Owen has been Chairman of F. W. Wool- 
worth and Co., Limited, Great Britain, since 1973. He 
has responsibility for Woolworth, Woolco and Shop¬ 
pers World Catalogue Stores’ operations in Great 
Britian, Eire and the Caribbean. 
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Wool worth and Woolco- Canada 


Top. Higher-priced musical instruments are appealing 
to Canadian customers. 

Center: Woolworth-Canada's fashions are popular 
with shoppers. 

Bottom Canadian stores emphasize appliance merchan¬ 
dising through attractive displays and fixtures 


Sates 

fjfl millions of dollars) 


Income before corporate expense, 
jnrerost and taxes (in millions of dollars) 




F. W. Woolworth Co., Limited, Canada, while adversely 
affected by a weak Canadian economy, performed 
satisfactorily in local currency in 1977. Sales in U.S. 
dollars of $1,125 million were 3% lowerthan last year, 
while income before corporate expense, interest and 
taxes of $36 million was 36% lower than last year. The 
deterioration of the Canadian dollar had the effect of 
reducing both the U.S. dollar value and profit contri¬ 
butions of Canadian sales. Since 1973 sales in Cana¬ 
dian dollars have increased 71 % and "operating earn¬ 
ings" in Canadian dollars have increased 42%. 

The Canadian Company, the second largest gen¬ 
eral merchandise retailer in the Dominion, has been 
striving to attain national market coverage and has 
been achieving significant progress. 

Woolco stores are located in 21 of 22 Canadian 
population centers with more than 100,000 people; 
Woolco or Woolworth Department Stores are in 51 of 
63 population centers with over 30,000 people, and 
Woolco or Woolworth stores are operating in 102 of 
115 Canadian markets wtih a population of 10,000 or 
more. This extensive market coverage gives Wool- 
worth-Canada a distinct advantage over its competi¬ 
tors. 

The Canadian Company ended 1977 with 214 
Woolworth stores, 93 Woolco stores and 14 Woolco 
Catalogue stores, a total of 321 units. Three Woolco 
stores were opened during 1977. Six additional 
Woolco stores and two Woolworth Department Stores 
are planned for 1978. Twenty-four stores will be mod¬ 
ernized or renovated. 

To keep pace with its rapidly growing business, 
warehouse and distribution facilities are being ex¬ 
panded significantly. More than 300,000 square feet 
of such facilities will be added during 1978. In addi¬ 
tion, a truck fleet operating under the Woolworth name 
will be introduced in 1978 to provide fast, dependable 
service to the southern Ontario market area. 

The Company started utilizing a product testing 
facility in Toronto. Its services include pretesting the 
quality of goods before they are purchased and pro- 
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lop: Bath shops in room settings aid Canadian 
customers in making merchandise selections 
Centei Woolworth and W'oolco stores are prepared 
to meet the increasing demand for photographic 
products and services 

Bottom: Sales of pictures and arl goods are escalating 
in Canadian stores 


viding technical guidance to the buying offices as 
more sophisticated products come on the market. 

Woolworth-Canada has madefurtheradvancements 
in the utilization of electronic equipment for merchan¬ 
dise ordering and inventory management. This gives 
the Company a computer-assisted reorder system 
which produces better stock turns and overall inven¬ 
tory reduction. 

Through budget analysis,comparison of results with 
objectives has been most effective. It continues to 
offer opportunities for better results through refine¬ 
ments in forecasting. 

The Canadian Company’s management training 
and recruiting policies are producing high-caliber fu¬ 
ture managers. More than 800 management trainees 
and assistants are presently in the program. 

Canada’s Woolworth and Woolco stores are well 
merchandised and have an excellent “value for 
price” image in the minds of Canadian consumers. 
Their merchandising policies are flexible enough to 
adapt to major sociological changes as they occur 
and to accommodate differences in regional con¬ 
sumer requirements. 

Woolworth-Canada enjoyed exceptional sales per¬ 
formances in a number of merchandise lines during 
1977, including “Tu,” an exclusive line of cosmetics 
first introduced by Woolworth-England; home im¬ 
provement insulation products; high-fashion jewelry; 
stylish watches; furniture and art goods; athletic ap¬ 
parel, especially jogging suits; and a line of hockey 
equipment endorsed by Howie Meeker, a former Na¬ 
tional Hockey League star. 


Woolworth-Canada’s operations have been directed 
by William R, Gray, Vice-Chairman and Managing 
Director, since January, 1977. Mr. Gray has been with 
Woolworth for 38 years and has been an officer and 
director of F. W. Woolworth Co. r Limited since 1968. 

Frederick R. Greenwood has been Woolworth-Can- 
ada’s President and Chief Operating Officer since 
January, 1977. Mr. Greenwood has been with Wool- 
worth for 39 years and has been an officer of F. W. 
Woolworth Co., Limited since 1971, 
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Germany 


Top: Clothing for all age groups is popular with customers 
of Woolworth's stores in West Germany. 

Center: German stores offer wide assortments of piece goods 
Bottom: Customers are increasing purchases of leisure 
and athletic-oriented merchandise. 


Sales 

(in millions of dollars] 


Income neloreca/poia!#expense, 
interest and t-axes (In millions ol dnllarsl 



F. W. Woolworth Co., G.m.b.H., Germany, despite the 
impact of last year's unfavorable economy, posted 
record sales and "operating earnings." Sales in 1977 
were up in U.S. dollars to $581 million, an increase of 
18% over 1976, and income before corporate ex¬ 
pense, interest and taxes was up 6% to a level of $56 
million. Since 1973 sales have grown by 55%, while 
"operating earnings" have increased by 19%. 

The German Company continued its store expan¬ 
sion program during 1977, opening 10 new stores. 
Reflecting a continuing trend towards larger units, the 
average size of new stores was 29,600 square feet. 
Among these units was a 61,000 square foot store in 
Dorsten. 

Woolworth now operates 197 stores in West Ger¬ 
many, 136 of which are located in all of the country’s 
major markets except Stuttgart. The remaining 61 
stores are situated in key growth areas. 

Woolworth-Germany is continuing a program of re¬ 
furbishing its existing stores. Three stores were reno¬ 
vated during 1977, with five more scheduled to be 
improved or enlarged during 1978. 

New lines of merchandise are being accommo¬ 
dated in the new and larger stores and in enlarged 
existing stores. These include home improvement 
products, ladies’ fur coats, upgraded jewelry and ex¬ 
panded lines of furniture. Where feasible, similar lines 
will be worked into other existing stores. 

A program to improve electronic merchandise pro¬ 
cedure systems continues. These systems allow for 
more efficient management and prompter merchan¬ 
dise decisions. 

The German Company in 1977 conformed with a 
new Co-Determination Law which required its super¬ 
visory board to consist of an equal number of repre¬ 
sentatives for the shareholders and employees. 


Bruno Weiss has been Managing Director of F. W. 
Woolworth Co., G.m.b.H., Germany since 1964. He 
has been with Woolworth for 28 years and has served 
as an officer of the German Company since 1963. 























Top: Woolworth's merchandise lines are geared to 
the needs of both Spanish customers and tourists. 
Center: Merchandise produced locally attracts value- 
conscious customers. 

Bottom Woolworth's extensively renovated store in 
Puebla has that city's only escalator. 


Mexico and Spam 



Sales 

(in millions at dollars) 


I ncome bstot e corpoi aie expense, 
interest rmfl Kixes 11 nmions of dollars) 



The contribution of F. W. Woolworth Co. S.A. de C.V., 
Mexico and Woolworth Espahola, S A. to overall sales 
and earnings Is a small percentage of Woolworth’s 
total results. Sales in U.S. dollars in 1977 of $56 mil¬ 
lion were $5 million less than last year and income 
before corporate expense, interest and taxes of $5 
million was off by $2 million compared with 1976. The 
Mexican subsidiary performed weil in a difficult, infla¬ 
tionary retail environment. Mexican operating gains in 
local currency were more than offset by Josses in cur¬ 
rency translation to U.S. dollars. During 1977 results 
of the Spanish Company were adversely affected by 
Jocai economic conditions and were further affected 
by a decline in the value of the peseta. 

MEXICO 

An extensive program of refurbishing and updating 
Mexico's 24 Woolworth stores was conducted during 
1977 and will continue into 1978. Included in this 
modernization program was the installation of the first 
escalator in the Puebla store, the first in that city. This 
28.000 square foot store serves a market of 600,000 
people. 

Martin L. Merritt has been Vice-President and Man¬ 
aging Director of F. W. Woolworth Co., S.A. de C.V., 
Mexico since 1973. He has been with the Mexican 
Company since 1956. 

SPAIN 

WooJworth-Spain is continuing a program of improv¬ 
ing merchandise lines to better serve Spanish cus¬ 
tomers, as well as the tourist trade. 

A new store was opened in Alicante, one of Spain’s 
prime vacation spots. The store serves a market area 
of 350,000 customers. 

Woolworth-Spain operates eight stores, 


Pedro A. De La Mora has been President and Manag¬ 
ing Director of Woolworth Espahola, S.A. since 1977. 
He had been the Spanish Company’s ExecutiveVice- 
President for eight years before assuming the top post. 
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Management's Discussion and Analysis ot the Business 


The Company’s financial condi¬ 
tion remains strong, despite 
reduced 1977 earnings. As 
explained in the letter “To Our 
Shareholders," 1977 earnings 
were adversely affected by 
foreign exchange translation, 
higher income tax in the German 
subsidiary and lower operating 
results in the U.S. Woolworth and 
Woolco Division and in The 
Richman Brothers Company. 

The schedule to the right sum¬ 
marizes five year information by 
management responsibilities and 
is an integral part of the con¬ 
solidated financial statements 
included on pages 22 to 25 of 
this annual report. 

Sales 

Sales of consolidated com¬ 
panies for 1977 amounted to 
$5,534,500,000, up 7% from the 
prior year. The increase resulted 
from sales improvement through¬ 
out the Company except in 
Canada, Mexico and Spain, where 
results were affected by currency 
translation rates, and in Richman. 
Increases were generated 
through additional stores, im¬ 
proved merchandising, and more 
aggressive advertising and pro¬ 
motional activities. A summary of 
sales by quarter is included in the 
notes to consolidated financial 
statements. 

Interest Expense 

The Company has been able to 
substantially reduce its overall 
debt in recent years. Interest 
expense decreased in 1977 to 
$54,700,000 from $63,700,000 in 
1976, and $63,200,000 in 1975. 
(Continued on page 19) 


Financial Information by Management Responsibility 



1977 

1976 

1975 

1974 

1973 

SALES 


(in millions of dollars) 


Woofworth and Woolco 

United States . 

$3,004 

$2,761 

$2,548 

$2,347 

$2,149 

Canada . 

1,125 

1,163 

992 

858 

706 

Germany . 

581 

492 

469 

428 

376 

Mexico and Spain. 

56 

61 

63 

57 

49 

Kinney . 

690 

688 

495 

410 

359 

Richman. 

157 

160 

145 

128 

123 

Intersegment sales . 

(79) 

(73) 

(62) 

(51) 

(40) 

Total. $5,534 $5,152 $4,650 

INCOME BEFORE CORPORATE EXPENSE, INTEREST AND TAXES 

$4,177 

$3,722 

Woolworth and Woolco 

United States . 

$ 51 

$ 72 

$ 59 

$ 39 

$ 45 

Canada . 

36 

56 

52 

45 

37 

Germany . 

56 

53 

55 

45 

47 

Mexico and Spain .. 

5 

7 

9 

7 

5 

Kinney . 

78 

60 

47 

35 

28 

Richman . 

6 

8 

6 

1 

8 

Total. 

232 

256 

228 

172 

170 

Unallocated corporate expense . 

(4) 

(4) 

(2) 

(4) 

(D 

Service charges on receivables sold . . . 

(15) 

— 

— 

— 

— 

Interest. 

(55) 

(64) 

(63) 

(70) 

(48) 

Income taxes . 

(55) 

(87) 

(78) 

(48) 

(54) 


(159) 

(155) 

(143) 

(122) 

(103) 

Income ot consolidated companies. . 

73 

101 

85 

50 

67 

Equity in net income of F. W. Woolworth 

and Co., Limited. 

19 

7 

14 

10 

26 

Net income ... 

$ 92 

$ 108 

$ 99 

$ 60 

$ 93 

TOTAL ASSETS 

Woofworth and Woolco 

United States . 

$1,163 

$1,093 

$1,237 

$1,228 

$1,183 

Canada ... 

367 

375 

355 

328 

324 

Germany . 

279 

260 

235 

208 

181 

Mexico and Spain. 

39 

38 

42 

40 

36 

Kinney . 

286 

249 

224 

202 

183 

Richman. 

80 

78 

80 

67 

67 

Total. 

$2,214 

$2,093 

$2,173 

$2,073 

$1,974 

DEPRECIATION AND AMORTIZATION 

Woolworth and Woolco 

United States . 

$ 41 

$ 35 

$ 35 

$ 35 

$ 37 

Canada .. 

13 

12 

11 

10 

9 

Germany . 

11 

10 

10 

8 

7 

Mexico and Spain. 

1 

1 

1 

1 

1 

Kinney . 

10 

9 

8 

7 

6 

Richman. 

2 

2 

2 

2 

1 

Total. 

$ 78 

$ 69 

$ 67 

$ 63 

$ 61 

CAPITAL EXPENDITURES 

Woolworth and Woolco 

United States. 

$ 44 

$ 32 

$ 20 

$ 35 

$ 34 

Canada . 

14 

21 

17 

15 

23 

Germany .*.. .. , 

23 

28 

23 

25 

23 

Mexico and Spain. 

2 

1 

3 

4 

4 

Kinney . 

23 

19 

18 

15 

15 

Richman. 

3 

2 

3 

4 

5 

Total. 

$ 109 

$ 103 

$ 84 

$ 98 

$ 104 
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Five-Year Summary of Operations 

Below is presented a five-year summary of operations and solidated subsidiaries and its equity in the results of op- 

of financial condition of F. W. Woolworth Co. and its con- erations of the unconsolidated British subsidiary. 



1977 

1976 

1975 

1974 

1973 

Number of stores (excluding British subsidiary). 

4,264 

4,151 

4,043 

3,936 

3,844 

Number of leased departments . 

329 

309 

291 

268 

255 


(in thousands except per common share amounts) 


SUMMARY OF OPERATIONS 

Safes . $ 5 , 534*500 

Costs of sales . 3 , 910,400 

Depreciation and amortization . 78,500 

Interest . 54,700 

Income taxes . 85,200 


Income of consolidated companies. $ 72,500 

Equity in net income of F. W. Woolworth and Co., Limited . 19,400 

Net income ...... 91,900 

Dividend requirement of preferred stock. ( 3 , 800 ) 

Net income applicable to common stock. $ 88,100 


Per common share 
Net income 

Primary . $ 3.03 

Fully diluted . 2.91 

Dividends declared . 1.40 

Weighted average number of common shares 

outstanding during the year . 29,100 

FINANCIAL CONDITION 

Inventories . $ 1 , 077,200 

Working capital. 703,400 

Owned properties—net. 718,700 

Short-term debt . 4,100 

Long-term debt. 423,000 

Total shareholders’equity . 1 , 126,300 

Percent return on equity. 8 . 2 % 

Common shareholders’ equity. 1 , 048,100 

Per common share . 36.05 


$5,152,200 

$4,650,300 

$4,177,100 

$3,722,100 

3,632,100 

3,275,500 

2,952,500 

2,621,200 

68,700 

66,900 

63,000 

60,600 

63,700 

63,200 

70,300 

48,000 

86,600 

78,000 

48,100 

53,500 

$ 101,500 

$ 84,600 

$ 50,500 

$ 67,400 

6,700 

14,500 

9,600 

26,000 

108,200 

99,100 

60,100 

93,400 

(3,800) 

(3,800} 

(3,800) 

(3,800) 

$ 104,400 

$ 95,300 

$ 56,300 

$ 89,600 


$3.62 

$3.33 

$1.98 

$3.14 

3.45 

3.19 

1.94 

3.02 

1.25 

1.20 

1.20 

1.20 

28,800 

28,600 

28,400 

28,500 

$1,026,300 

$ 914,100 

$ 862,100 

$ 816,500 

687,300 

690,500 

557,600 

425,900 

692,400 

661,900 

649,000 

628,200 

3,900 

148,300 

243,100 

235,900 

428,900 

485,800 

413,100 

295,400 

1,076,800 

1,005,200 

941,500 

919,300 

10.0% 

9.9% 

6.4% 

10.2% 

998,600 

926,900 

863,200 

841,000 

34.44 

32.27 

30.30 

29.55 


(Management's Discussion—continued) 

Income Taxes 

The effective income tax rate in 1977 was 54% of income 
of consolidated companies before income taxes com¬ 
pared with 46% in 1976 and 48% in 1975. The increase in 
rate in 1977 was primarily due to tax increases in the Ger¬ 
man subsidiary and the nontaxable effect of unrealized 
foreign currency translations. 


Net Income 

Total consolidated companies’ net income in 1977 was 
$72,500,000, down 29% from 1976. Net income for 1977, 
after including equity in the British subsidiary's net in¬ 
come, was $91,900,000, equal to $3.03 per common share, 
compared with 1976 net income of $108,200,000 or $3.62 
per common share. A summary of net income by quarter is 
included in notes to the consolidated financial statements. 


19 





























































Management's Discussion and Analysis of the Business (continued) 


Net income per common share, including equity in the 
net income of our unconsolidated British subsidiary, was 
reduced in 1977 and increased in 1976 by fluctuations in 
foreign exchange rates as shown in the following table: 

Net income 
per common share 


Exchange (losses) gains from 
balance sheet translation 

1977 

1976 

Variance 

(FAS No. 8) ... 

Inventory and fixed asset (losses) 
from income statement 

$(.35) 

CD 

4^ 

$(.99) 

translation . 

Total currency change related 

(.19) 

(.61) 

.42 

items* . 

Balance of earnings from 

(.54) 

.03 

(.57) 

operations. 

Total share of earnings of 

2.73 

2.93 

(.20) 

international affiliates . 

$2.19 

$2.96 

$(77) 


On a quarterly basis net income per common share as 
reported under Financial Accounting Standard No. 8 
during 1977 and 1976 was affected as follows: 

Net Income per common share 


1977 



Net income 

Reported per 

translated at 

FAS No. 8 

average rate Difference* 


Quarter 

First . 

Second . . 
Third .... 
Fourth . . . 
Year . . . 

. $ .21 

. .08 

. .40 

. 2,34 

. $3.03 

$ .22 
.29 
.59 
2.47 
$3.57 

1976 

$(.oi) 

(.21) 

(.19) 

(.13) 

$(.54) 



Net income 



Reported per 

translated at 



FAS No. 8 

average rate 

Difference* 

Quarter 




First . 

. $ .45 

$ .31 

$ .14 

Second .. 

. .52 

.64 

(.12) 

Third . 

. .62 

.14 

.48 

Fourth . . . 

. 2.03 

2.50 

(.47) 

Year .... 

. $3.62 

$3.59 

$ .03 

* Represents the difference between net income as reported per FAS 

No. 8 and 

net income which would have been reported it exchange 

fluctuations were applied to all assets and liabilities and operations 


were thereafter translated at average rates in effect during the 
periods. 

As an example, F. W. Woolworth Co., Limited, a 100% 
owned subsidiary operating Woolworth and Woolco stores 
in Canada earned $25,400,000 net income in Canadian 


dollars during 1977 and $20,400,000 in 1976. After trans¬ 
lation to U.S. dollars under FAS No. 8, the amount in¬ 
cluded in reported earnings of F. W. Woolworth Co., the 
parent, for 1977 was $9,500,000, as contrasted with 
$27,000,000 in 1976, a decline of $17,500,000 in U.S. dol¬ 
lars as compared to an increase in Canadian dollars of 
$5,000,000. 

If the results of financial operations of the Canadian 
subsidiary had been translated at a consistent exchange 
rate, the reported net income for the year would have been 
$22,500,000 for 1977 and $20,400,000 for 1976, an in¬ 
crease which reflects the improvement in profits in Cana¬ 
dian dollars but also takes into account that the Canadian 
dollar was worth only 900 at the end of 1977 as compared 
with 980 at the end of 1976. 

There are two major factors affecting earnings trans¬ 
lated under the provisions of FAS No. 8: 

1. Sales are translated at average rates during the year 
while costs of goods sold are translated at historical rates 
(the cost at acquisition date). During periods of volatile 
change in exchange rates, the difference can materially 
distort operating margins. Since retail margins after in¬ 
come taxes are typically less than five percent, the distor¬ 
tion is magnified because foreign exchange differences 
do not affect taxable income. 

2. Net monetary assets or liabilities are translated to 
U.S. dollars at the exchange rate on the last day of the 
accounting period. For example, if a company has mon¬ 
etary liabilities such as accounts payable, short and long 
term debt, etc., which exceed the monetary assets (mainly 
cash and accounts receivable), the U.S. dollar equivalent 
of the liabilities must be increased if the local currency 
strengthens against the U.S. dollar. When the Bank of 
England let the pound sterling float on October 31, 1977, 
the then U.S. dollar equivalent of the net monetary liabil¬ 
ities of Woolworth’s 52.7% owned subsidiary had to be 
raised sharply on the last day of the third quarter, reducing 
the third quarter reported earnings of F. W. Woolworth Co. 
by $6,000,000. Profits of the fourth quarter benefitted ma¬ 
terially when inventories existing on October 31 were 
charged to costs of sales at rates substantially below 
those in effect during the last quarter. 

Under FAS No. 8, inventory is carried at acquisition cost 
rather than translated at the current exchange rate which 
has the effect of deferring exchange gains or losses relat¬ 
ing to inventories to the subsequent accounting periods 
when the rules of “lower of cost or market’’ do not require 
their immediate absorption. Similarly, depreciation, which 
is based on the cost of the asset recorded at the exchange 
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rate at the time ot acquisition, will be distorting earnings 
for many years. However, because depreciation expense 
is deducted over a period of time, the quarterly and annual 
impact on reported earnings is generally much less than 
that of the inventory costs included in costs of sales. 

Currency changes are much less significant economi¬ 
cally than the volatility of the translation results would in¬ 
dicate. There is no cash impact on the parent company 
until earnings are actually repatriated. For example, when 
the Canadian subsidiary used in the above example pays 
dividends to the parent company, such dividends are con¬ 
verted to U.S. dollars at the exchange rate on the date of 
transfer of the dividend funds and not on the date of 
declaration. 

Dividends 

Dividends on common and preferred stocks in 1977 
amounted to $40,700,000 and $3,800,000, respectively. 
Common stock dividends have been paid without inter¬ 
ruption for the past 66 years—ever since the Company be¬ 
came a public corporation in 1912. Dividends on common 
shares were paid in 1977 at the rate of 35<s per quarter, 
and in 1976 at the rate of 30c per quarter. The Board of 
Directors continues to review the dividend rate at least 
annually. Dividends on preferred stock were at a quarterly 
rate of 55C per share. At January 31,1978, 101,291 share¬ 
holders of record owned 29,116,725 shares of common 
stock and 6,907 shareholders of record owned 1,736,803 
shares of preferred stock. 

Market Prices 

_ 1977 _ 1976 

High Low Close High Low Close 


Quarter Common stock 

First . 26 % 23 % 23 % 27 1 /e 22% 23'% 

Second . 24 % 21 % 21 % 24% 20% 22% 

Third . 21 % 17 % 18 % 24% 20% 21% 

Fourth . 20 % 17 % 18 26% 21% 25Va 

Quarter Preferred stock 

First . 38 % 34 34 39% 33’A 33% 

Second . 35 % 31 'A 31 % 36 31% 33% 

Third . 32 % 28 % 29 % 36% 31% 33% 

Fourth . 31 % 27 % 27 % 39% 33 37’/i 


Financial Condition 

As mentioned previously, the Company's financial condi¬ 
tion remains strong in 1977. It continues to strengthen its 
cash position and at year-end has eliminated domestic 
short-term debt outstanding. Total long-term debt was fur¬ 
ther reduced in 1977, despite a public offering by the Cana¬ 
dian subsidiary of $55 million (Canadian) in January, 1978. 


At year-end, the ratio of current assets to current liabil¬ 
ities amounted to 2,29 compared to 1976 of 2.37 and 1975 
of 2.14. The ratio of total debt to shareholders’ equity was 
reduced to 40% in 1977 compared to 42% in 1976. This is 
down substantially from the 64% reported in 1975. 

Merchandise inventories at January 31,1978 amounted 
to $1,077,200,000 compared with $1,026,300,000 at Jan¬ 
uary 31, 1977. Sales expansion and new stores opened 
in 1977 are generally responsible for the increase of 
$50,900,000. 

Shareholders’ equity increased to $1,126,300,000 at 
January 31, 1978 from $1,076,800,000 at January 31, 
1977. On a per common share basis that represents an 
increase to $36.05 from $34.44. In 1977 net income pro¬ 
duced an 8.2% return on total shareholders’ equity com¬ 
pared with a 10.0% return in 1976. This performance was 
disappointing and it is management’s goal to improve this 
figure significantly. 
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Consolidated Statement of Income 


For the fiscal years ended January 31,1978 and 1977 1977 1976 

(in thousands of dollars) 


Revenues 

Sales, including sales from leased departments of $479,800 and $473,600 $5,534,500 $5,152,200 

Other income. 12,500 14,000 

5,547,000 5,166,200 

Costs and expenses 

Costs of sales.•.. 3,910,400 3,632,100 

Selling, general and administrative expenses. 1,345,700 1,213,600 

Depreciation and amortization. 78,500 68,700 

Interest. 54,700 63,700 

5,389,300 4,978,100 

Income of consolidated companies before income taxes. 157,700 188,100 

Income taxes. 85,200 86,600 

Income of consolidated companies. 72,500 101,500 

Equity in net income of F. W. Wool worth and Co., Limited. 19,400 6,700 


Net income. $ 91,900 $ 108,200 


Net income per common share 

Primary.. $3.03 $3.62 

Fuily diluted. 2.91 3.45 


See notes to consolidated financial statements. 


































Consolidated Balance Sheet 




January 31,1978 and 1977 


1977 1976 


ASSETS 

Current assets 

Cash.... 

Time deposits . 

Trade receivables, less allowance of $2,800 and $4,500 

Merchandise inventories. 

Other current assets . 


(in thousands of doliars) 


$ 29,600 

23,000 
15,100 
1,077,200 
105,800 
1,250,700 


$ 39,100 

10,200 
18,200 
1,026,300 
96,100 
1,189,900 


Investment in F. W. Woolworth and Co., Limited. 185,900 180,100 

Owned properties, less depreciation and amortization. 718,700 692,400 

Leased properties under capital leases, less amortization. 27,400 — 

Intangible assets. 14,700 14,700 

Deferred charges and other assets. 16,800 15,700 


$2,214,200 $2,092,800 


LIABILITIES 

Current liabilities 

Short-term debt—foreign. 

Long-term debt playable within one year. 

Accounts payable. 

Accrued compensation and other liabilities. 

Dividends payable. 

Income taxes.. 

Current portion of obligations under capital leases 


» 4,100 

$ 3,900 

22,200 

17,800 

282,200 

262,100 

175,000 

162,700 

11,100 

11,100 

51,300 

45,000 

1,400 

— 

547,300 

502,600 


Long-term debt. 

Other liabilities. 

Deferred income taxes. 

Long-term obligations under capital leases 
Shareholders’ equity. 


423,000 428,900 

29.700 24,900 

61,200 59,600 

26.700 - 

1,126,300 1,076,800 

$2,214,200 $2,092,800 


See notes to consolidated financial statements, 















































Consoiidated Statement of Retained Earnings 




For the fiscal years ended January 31,1978 and 1977 

1977 


1976 


(in thousands of dollars) 

Retained earnings at beginning of year. 

. $ 981,400 

$ 

918,000 

Net income.. 

. 91,900 


108,200 

Cash dividends declared 

Preferred stock—$2.20 per share. 

. (3,800) 


(3,800) 

Common stock—$1.40 and $1.25 per share. 

. (40,700) 


(36,200) 

Stock option and purchase plan transactions, net. 

. (2,000) 


(4,800) 

Retained earnings at end of year. 

. $1,026,800 

$ 

981,400 


See notes to consolidated financial statements. 


Report of Independent Accountants 




nee 

aterhouse 


153 EAST 53RD STREET 
NEW YORK, NEW YORK 10022 
212-371-2000 


To the Board of Directors and Shareholders of F. W. Woolworth Co. 


March 7, 1978 


In our opinion, the accompanying consoiidated balance sheet and the related consolidated statements of 
income, retained earnings and of changes in financial position present fairly the financial position of F. W. 
Woolworth Co. and its consolidated subsidiaries at January 31,1978 and 1977, and the results of their operations 
and the changes in their financial position for the years then ended, in conformity with generally accepted 
accounting principles consistently applied. Our examinations of these statements were made in accordance with 
generally accepted auditing standards and accordingly included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circumstances. 
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Consolidated Statement of Changes in Financial Position 




For the fiscal years ended January 31,1978 and 1977 


Financial resources were provided by 

Income of consolidated companies. 

Add 

Depreciation and amortization. 

Deferred income taxes. 

Other ... 

Working capital provided by operations. 

Other sources 

Long-term borrowings. 

Dividend received from F. W. Woolworth and Co., Limited 

Sales of properties. 

Sales of common shares from treasury. 

Total resources provided. 

Financial resources were used for 

Cash dividends. 

Additions to owned properties. 

Reductions of iong-term debt. 

Capitalized lease obligations, net ... 

Purchase of common shares for treasury. 

Other . 

Total resources used.. 

Increase (decrease) in working capital. 

Increase (decrease) in current assets ... 

Cash and time deposits. 

Receivables ..... 

Merchandise inventories. 

Other current assets.. 


Decrease (increase) in current liabilities 

Short-term debt.. 

Long-term debt payable within one year. 

Payables and accruals .... 

Income taxes. 

Current portion of obligations under capital leases 

Increase (decrease) in working capital. 


1977 

1976 

(in thousands of dollars) 

$ 72,500 

$101,500 

78,500 

68,700 

1,600 

5,200 

4,800 

800 

157,400 

176,200 

54,400 

6,500 

13,600 

14,000 

5,100 

3,500 

3,100 

3,400 


233,600 203,600 


44,500 

40,000 

108,900 

102,700 

60,300 

63,400 

1,700 

— 

1,000 

— 

1,100 

700 

217,500 

206,800 


$ 16,100 $ (3,200 ) 


$ 3,300 

$(24,900) 

(3,100) 

(190,800) 

50,900 

112,200 

9,700 

(700) 

60,800 

(104,200) 

(200) 

144,400 

(4,400) 

(10,800) 

(32,400) 

(49,600) 

(6,300) 

17,000 

(1,400) 

— 

(44,700) 

101,000 

$ 16,100 

$ (3,200) 


See notes to consolidated financial statements. 
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F. W. WOOLWORTH CO. AND CONSOLIDATED SUBSIDIARIES 

Summary Financial Data 

F. W. Woolworth and Co., Limited, 
an unconsolidated subsidiary 


Assets and liabilities 


1977 

1976 

1977 

1976 

January 31,1978 and 1977 



(in U S. dollars) 

(in pounds sterling) 




(in thousands) 


Current assets . 

$ 

292,900 

$ 231,400 

£153,400 

£137,600 

Owned and leased properties, net . 


429,300 

422,500 

175,000 

168,100 

Interest in unconsolidated subsidiary. 


4,300 

4,300 

2,300 

2,300 

Total assets . 


726,500 

658,200 

330,700 

308,000 

Current liabilities . 


294,100 

238,500 

148,800 

133,600 

Long-term debt . 


— 

8,600 

— 

5,000 

Deferred taxes and other credits. 


70,700 

69,200 

32,400 

31,400 

Long-term obligations under capital leases . 


8,800 

— 

4,600 

— 

Total liabilities . 


373,600 

316,300 

185,800 

170,000 

Shareholders’ equity . 


352,900 

$ 341,900 

£144,900 

£138,000 

Revenues and expenses for the fiscal 
years ended January 31,1978 and 1977 






Sales. 

$1,282,900 

$1,174,800 

£724,100 

£665,000 

Income before income taxes .. 

$ 

82,300 

$ 51,100 

£ 47,400 

£ 37,400 

income taxes . 


45,400 

38,400 

25,600 

21,200 

Net income. 

$ 

36,900 

$ 12,700 

£ 21,800 

£ 16,200 


Changes in working capital for the fiscal 
years ended January 31,1978 and 1977 


Net income. 

$ 36,900 

$ 12,700 

£ 21,800 

£ 16,200 

Depreciation. 

16,500 

16,600 

7,000 

6,900 

Other . 

1,700 

7,600 

(300) 

3,300 

Working capital provided by operations . 

55,100 

36,900 

28,500 

26,400 

Sales of owned properties. 

4,200 

5,300 

2,400 

3,000 

Capitalized lease obligations, net. 

(300) 

— 

200 

— 

Reductions of long-term debt . 

(8,600) 

(20,800) 

(5,000) 

(9,500) 

Cash dividends. 

(25,900) 

(26,500) 

(14,900) 

(14,900) 

Additions to owned properties.. 

(18,600) 

(28,400) 

(10,600) 

(16,000) 

Increase (decrease) in working capital. 

$ 5,900 

$ (33,500) 

£ 600 

£(11,000) 


Company’s share 

Shareholders’ equity at beginning of year . 

Net income. 

Dividends . 

Shareholder’s equity at end of year. 

. $ 180,100 

. 19,400 

. (13,600) 

. $ 185,900 

$ 187,400 
6,700 
(14,000) 
$ 180,100 


In 1977 sales of the British subsidiary totalled 
$1,282,900,000 an increase of $108,100,000 from sales of 
$1,174,800,000 in 1976. In pounds sterling, the British 
subsidiary's sales increased 9% in 1977. Sales in 1976 
decreased $71,400,000 from sales of $1,246,200,000 in 
1975; in pounds sterling 1976 sales increased 16%. 


In pounds sterling, net income of the British subsidiary in¬ 
creased 35% in 1977. The Company's equity in the net 
income of the British subsidiary increased to $19,400,000 
in 1977 from $6,700,000 in 1976 and $14,500,000 in 1975. 

A copy of the British subsidiary’s annual report is available 
by request to the Secretary’s Office, F. W. Woolworth Co., 
233 Broadway, New York, New York 10007. 
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F. W. WOOLWORTH CO. AND CONSOLIDATED SUBSIDIARIES 

Notes to Consolidated Financial Statements 


Note 1—Summary of Significant Accounting Policies 

Consolidation— The consolidated financial statements in¬ 
clude the accounts of the Company and all subsidiaries 
except F. W. Woolworth and Co., Limited, of which the 
Company owns 52.7% of the outstanding capital stock. 
This investment is carried at the Company's equity in the 
British subsidiary's net assets and the Company’s equity 
in the net income of the British subsidiary is included in 
net income, based upon financial statements of the sub¬ 
sidiary adjusted to conform with accounting principles 
generally accepted in the United States. 

Translation of Foreign Currencies— Financial statements 
of foreign subsidiaries are translated into U.S. dollars as 
follows: inventories, properties, intangible assets and de¬ 
ferred charges and other assets at exchange rates appli¬ 
cable at the time of acquisition; other assets and liabilities 
at year-end rates; cost of goods sold and depreciation at 
rates applicable to the related assets; and revenues and 
other expense items at average rates. Gains and losses 
arising as a result of these translation procedures are 
reflected in income. 

Merchandise Inventories— Merchandise in stores and shoe 
warehouses is valued using the retail method with U.S. 
dollar equivalents of foreign inventories adjusted, when 
necessary, to the lower of cost or market. Cost of the 
major portion of domestic inventories is determined on 
the last-in, first-out basis (LIFO) and at January 31, 1978 
represented approximately 49% (January 31,1977—45%) 
of consolidated inventories. The replacement cost of these 
inventories at January 31, 1978 exceeded the LIFO valua¬ 
tion by approximately $43,700,000 (January 31, 1977— 
$27,500,000). Inventories not valued using the retail meth¬ 
od are stated at the lower of cost, determined principally 
on the first-in, first-out basis, or market. 

Owned Properties— Owned properties are stated at cost 
and depreciated or amortized over their estimated useful 
lives generally using the straight-line method including 
furniture and fixtures on the group method. For tax 
purposes, to maximize cash flow, the Company uses an 
accelerated depreciation method. Reported net income is 
not affected by this practice because provision is made for 
the related net deferral of income taxes. United States 
investment tax credits are applied in reduction of the pro¬ 
vision for income taxes in the year the related property is 
placed in service. Gains or losses realized upon disposi¬ 
tion of real estate are taken into income, except that gains 
on properties sold and leased back are deferred and 
amortized over the terms of the related leases. 

Leased Properties— The Company leases many of its store, 
distribution center and office facilities as well as some 


equipment. Certain of the leases constitute capital leases 
under the provisions of Financial Accounting Standard 
No. 13 (Accounting for Leases); accordingly, leases en¬ 
tered into after December 31, 1976, so qualifying, are in¬ 
cluded in the accompanying financial statements as assets 
and obligations (see note 9). 

Maintenance and Repairs— The costs of maintenance and 
repairs are charged to operating expenses as incurred. 
The costs of significant additions, renewals and better¬ 
ments of properties are capitalized and depreciated over 
the remaining or extended estimated useful lives of the 
properties. 

Store Preopening Costs — Store preopening costs are 
charged to expense in the year incurred. 

Closed Stores Under Lease— The estimated net future 
costs related to closed stores under lease are accrued in 
the period in which the store is closed. Such costs repre¬ 
sent the present value, calculated at appropriate interest 
rates, of estimated future expenditures for rents, real es¬ 
tate taxes and other occupancy costs through the expira¬ 
tion dates of the related leases, after deduction of the esti¬ 
mated income from existing subtenant leases. 

Intangible Assets—Intangible assets represent primarily 
the cost not specifically assigned to the tangible assets 
acquired in the purchase of Kinney Shoe Corporation in 
1963. The cost of such intangible assets is not amortized 
since, in the opinion of management, their value has not 
diminished. 

Service Charge Income— Service charge income on credit 
sales is applied against the costs of servicing credit sales 
and is included in selling, general and administrative 
expenses. 

Net Income Per Share— Net income per common share- 
primary—is based on the weighted average number of 
common shares outstanding during the year. Net income 
per common share—fully diluted—assumes (1) exercise 
of outstanding stock options with the related proceeds 
being used to acquire stock and (2) conversion of out¬ 
standing preferred stock and elimination of the related 
preferred dividend requirement. 

Note 2—Short-Term Borrowings and Compensating 
Balances 

The Company maintains lines of credit with 58 banks 
which, at January 31, 1978, aggregated $650,600,000. 
Borrowings under the lines are usually for 90-day periods 
at prime rates. The banks' commitments ordinarily expire 
one year from date of agreement and are generally re¬ 
newed. During the year short-term borrowings under these 
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Notes to Consolidated Financial Statements (continued) 


lines, together with borrowings through the issuance of 
commercial paper, ranged between $4,100,000 and 
$278,800,000 (1976—$3,900,000 and $426,100,000). The 
average aggregate amount of short-term borrowings out¬ 
standing during 1977 and the weighted average interest 
rate thereon, determined on a monthly basis, approxi¬ 
mated $.169,900,000 (1976—$286,000,000) and 7.45% 
(1976—7.76%), respectively. The weighted average inter¬ 
est rate on borrowings outstanding at January 31, 1978, 
90% of which relates to a foreign subsidiary located in a 
high interest rate country, approximated 21.75% (January 
31,1977-10.31%). 

In accordance with informal agreements with certain 
banks, the Company maintains average compensating 
balances during the year. At January 31, 1978 compen¬ 
sating balances aggregated $3,800,000. 


1990. The debentures may be redeemed at the option of 
the Company in whole or in part at annually declining 
premiums of 7% or less. 

The indenture relating to the 10% sinking fund deben¬ 
tures provides that the Company, commencing January 
31, 1984, annually pay into a sinking fund $1,100,000 until 
1988, $1,600,000 from 1989 to 1993, $2,200,000 from 1994 
to 1998 and $2,700,000 from 1999 to 2002. The deben¬ 
tures may be redeemed at the option of the Company in 
whole or in part at annually declining premiums of 10% 
or less. 

Ce.rtain of the debt agreements have restrictive provi¬ 
sions which, among other things, require the maintenance 
of minimum consolidated working capital levels and limit 
the amount of debt. 


Note 3—Long-Term Debt 


January 31, January 31, 
1978 _ 1977 

(in thousands of dollars) 


5% notes and bonds payable to 1991 ... $ 30,000 

7.375% sinking fund debentures payable 

1978-1996 . 112,500 

8.25% bank notes payable 1982-1984 . .. 40,000 

Notes payable to banks, revolving credit 
agreement, interest rate 123% of prime — 

9% sinking fund debentures payable 

1985-1999 . 125,000 

10% sinking fund debentures payable 

1984-2003 . 49,700 

Bank loans payable 1978-1985 at interest 
rates V* % to %% in excess of prime 4,700 

3% to 10.5% mortgage and note obliga¬ 
tions on real estate payable to 2003 ... 35,100 

Other . 26,000 

Total . $423,000 


$ 31,500 

117,800 

40,000 

30,000 

125,000 


20,900 

36,500 

27,200 

$428,900 


Payments due on long-term debt during each of the next 
five years are: 1978, $22,200,000 (included in current 
liabilities); 1979, $15,100,000; 1980, $23,500,000; 1981, 
$26,600,000 and 1982, $32,300,000. 

The indenture relating to the 7.375% sinking fund de¬ 
bentures provides that the Company annually pay no less 
than $6,200,000 into a sinking fund each April 1. The de¬ 
bentures may be redeemed at the option of the Company 
in whole or in part at annually declining premiums of 5.2% 
or less. 

The indenture relating to the 9% sinking fund deben¬ 
tures provides that the Company annually pay into a sinking 
fund commencing June 1, 1985 not less than $4,000,000 
nor more than $8,000,000 through 1989 and not less than 
$10,000,000 nor more than $20,000,000 beginning June 1, 


Note 4—Income Taxes 


Income taxes are comprised of the following: 



1977 

1976 


(in thousands of dollars) 

United States 



Current, less investment tax credit 



of $4,200 and $3,400 . 

$32,100 

$35,800 

Deferred... 

(3,100) 

4,900 

State and local income taxes. 

4,100 

6,000 

Foreign 



Current. 

42,700 

37,800 

Deferred. 

2,100 

2,100 

Local income taxes. 

7,300 

- 

Total. 

. . $85,200 

$86,600 


Set forth below are the significant differences (expressed 
as a percentage of pre-tax income) between the United 
States federal income tax rate (48%) and the effective 
income tax rate as reflected in the accompanying con¬ 
solidated statement of income: 


1977 1976 

Statutory federal income tax rate . 48.0% 48.0% 

State and local income taxes . 3.7 1.7 

Investment tax credit . (2.7) (1.8) 

Foreign income taxed at more (less) than 

the LLS. statutory rate. 4.0 (5.2) 

Otheritems.net. 1.0 3.3 

Total . 54.0% 46.0% 


Provision has been made in the accompanying consoli¬ 
dated statement of income for additional United States 
and foreign income taxes applicable to dividends re¬ 
ceived or expected to be received from subsidiaries. The 
amount of unremitted earnings of foreign subsidiaries, on 
which no such tax is provided and is considered to have 
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been permanently reinvested in the subsidiaries, aggre¬ 
gated $480,000,000 at January 31,1978. 

The Company’s federal income tax returns for the years 
1960 through 1971, together with related claims for refund, 
have been examined by the Internal Revenue Service and 
substantial adjustments relating principally to the compu¬ 
tation of allowable foreign tax credits have been proposed. 
Management believes that settlement of the alleged de¬ 
ficiencies will have no material adverse effect on the 
financial position of the Company. 

Note 5—Retirement Plans 

The consolidated companies have noncontributory retire¬ 
ment plans for qualified employees. Provisions for earned 
benefits are made by payments to insurance companies 
to purchase annuity contracts—by contributions to trust 
funds—or by balance sheet accruals, and include amorti¬ 
zation of prior service costs generally over ten to forty year 
periods. 

The total cost of retirement plans for the year amounted 
to $20,500,000 (1976—$18,900,000). As of the date of the 


latest actuarial valuations, January 1, 1977, the costs of 
vested benefits exceeded accumulated trust funds and 
balance sheet accruals by approximately $49,000,000. 
Since that date, the unfunded costs of vested benefits has 
increased approximately $9,000,000. Unfunded prior serv¬ 
ice costs at the valuation date amounted to $63,000,000. 


Note 6—Owned Properties 



January 31, 

January 31, 


1978 

1977 


{in thousands of dollars) 

Land and buildings . 

$324,500 

$303,000 

Furniture, fixtures and equipment . . . 

539,700 

514,600 


864,200 

817,600 

Less accumulated depreciation . 

349,800 

318,400 

Buildings on leased ground, 

514,400 

499,200 

less amortization.. 

Alterations to leased and owned 

38,900 

41,300 

buildings, less amortization . 

165,400 

151,900 

Total. 

$718,700 

$692,400 


Note 7—Shareholders’ Equity 


Shares 

authorized 


Preferred stock—par value $1 per share . 7,000,000 

$2.20 Series A Convertible Preferred 

at stated value $4,731/3 per share . 

Common stock issued—par value $31/3 per share . 60,000,000 

Additional paid-in capital . 

Retained earnings. 


Common stock in treasury, at cost . 

Common stock outstanding . 

Total shareholders' equity . 

At January 31, 1978 the $2.20 Series A Convertible 
Preferred Stock has an involuntary liquidation value of 
$78,200,000. The stock is cumulative, voting and con¬ 
vertible at any time at the rate of 1.42 shares of common 
stock for each share of preferred stock, subject to anti¬ 
dilution provisions. The Company has reserved 2,466,260 
shares of common stock for the conversion. During 1977, 
1,757 preferred shares were converted into 2,493 com¬ 
mon shares (1976—975 preferred into 1,382 common). 
The preferred stock is currently redeemable at the option 


January 31,1978 

January 31,1977 

Shares issued Amount 

Shares issued Amount 

(in thousands) 

(in thousands) 


1,736,803 

$ 8,200 

1,738,560 

$ 8.200 

29,364,723 

97,900 

29,362,230 

97,900 


300 


300 


1,026,800 


981,400 


1,133,200 


1,087,800 

(247,998) 

(6,900) 

(368,642) 

(11,000) 

29,116,725 

$1,126,300 

28,993,588 

$1,076,800 


of the Company at $46.50 per share; the redemption price 
reduces $.50 annually until it reaches $45.00 per share in 
1981. During 1977, 170,944 shares of treasury stock cost¬ 
ing $5,100,000 (1976—267,147 shares at $8,100,000) were 
sold to employees under the stock purchase pian and 
50,300 shares of common stock were acquired for treasury 
at a cost of $1,000,000. In 1976, 875 shares were sold to 
employees upon exercise of options underthe Company’s 
stock option plans. 
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Notes to Consolidated Financial Statements (continued) 


Note 8—Stock Option and Purchase Plans 

The Company has stock option plans approved by the 
shareholders in 1970 and 1976 under which options to 
acquire shares of the Company’s common stock are 
granted to eligible employees at the market price on the 
date of grant. Options are not exercisable until one year 
from the date of grant; unexercised options expire five 


years from date of grant if they are designated as being 
qualified options or ten years from date of grant if they 
are designated as non-qualified options. Authority to grant 
options under the 1970 plan expired in 1975. 

Pertinent stock option information follows: 


Shares authorized . 

Options tor shares granted . 

Exercised (at $22.31 to $34.44 per share) 

Cancelled . 

Outstanding at end of year . 

Exercisable at end of year. 

Shares reserved for future grants . 



1977 



1976 


1976 Plan 

1970 Plan 

1976 Plan 

1970 Plan 


Non¬ 



Non- 


Qualified 

qualified 


Qualified 

aualified 


700,000 


700,000 


26,500 

41,275 

— 

168,275 

249,850 

— 


— 

— 

— 

— 

875 

— 

900 

155,550 

— 

— 

8,100 

194,775 

290,225 

113,275 

168,275 

249,850 

268,825 

84,137 

124,475 

113,275 

— 

- 

268,825 


215,000 281,875 


Options outstanding at end of year were at $22.31 per 
share under the 1970 plan and at $24.25 and $22.19 under 
the 1976 plan. Options for shares expire as follows: 
113,275 in 1978; 168,275 in 1981; 26,500 in 1982; 248,950 
in 1986 and 41,275 in 1987. 

The Company also has an employee stock purchase 
plan under which employees may contribute up to 10% of 
their salary through payroll deductions to a stock pur¬ 
chase fund from which they are entitled to purchase 
shares of common stock of the Company at 85% of the 


market price on a specified date. At January 31, 1978 a 
total of 1,609,022 shares had been so purchased and 
777,543 shares remain available. The present plan ex¬ 
pires in 1982. 

Common shares sold in connection with the stock 
option and purchase plans are issued from treasury. Dif¬ 
ferences between the proceeds received therefor and the 
cost of the treasury stock are charged or credited to addi¬ 
tional paid-in capital or retained earnings, as appropriate. 


Note 9—Commitments 

At January 31, 1978 the Company was obligated under 
more than 5,000 leases, principally for store properties. 
Many of the store leases contain renewal options, ranging 
from five to ten years, and provide for additional rental 
payments based on a percentage of store sales. Certain 
leases provide that the Company shall pay for real estate 
taxes, insurance and other expenses. Management ex¬ 
pects that in the normal course of business, leases that 
expire will be renewed or replaced by other leases. 


Rental expense charged to income was comprised of the 
following: 



1977 

1976 


(in thousands of dollars) 

Minimum rentals . 

Percentage rentals, including $100 

$212,600 

$203,800 

on leases capitalized in 1977 . 

20,700 

20,500 

Sublease income. 

(49,600) 

(48,300) 

Total . 

$183,700 

$176,000 


Leases entered into after 1976 and capitalized in ac¬ 
cordance with Financial Accounting Standard No. 13 
(Accounting for Leases) consists of the following, ex¬ 
pressed in thousands of dollars: 


Land and buildings. $20,000 

Furniture, fixtures and equipment . 8,400 

28,400 

Less accumulated amortization . 1,000 

$27,400 


The effect on net income in 1977 of capitalizing these 
leases was not material. 

FAS No. 13 includes a requirement, not yet effective, that 
the present value of capital leases be retroactively re¬ 
corded as an asset and an obligation in the financial 
statements. If those capital leases entered into prior to 
1977 were capitalized, the Company estimates that assets 
and liabilities would have increased approximately 
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$287,800,000 (1976—$307,300,000) and $322,000,000 
(1976—$339,600,000), respectively. Income of consoli¬ 
dated companies would have decreased by $1,900,000, 
or $.07 per share (1976—$2,300,000, or $.08 per share). 


Future minimum lease payments due under capital and 
operating leases are, in thousands of dollars, as follows: 



Capital 

Operating 

Total 

1978 . 

$ 5,500 

$ 196,400 

$ 201,900 

1979 . 

5,500 

192,500 

198,000 

1980 . 

5,300 

186,600 

191,900 

1981 ... 

5,100 

177,200 

182,300 

1982 . 

4,900 

166,400 

171,300 

Thereafter. 

52,100 

1,434,800 

1,486,900 

Total minimum payments . . 

78,400 

S2.353.9C0 

$2,432,300 

Less estimated real estate 




taxes, insurance and 




other expenses. 

13,500 



Net minimum tease 




payments . 

64,900 



Less imputed interest. 

36,600 



Present value of net 




minimum lease 




payments . 

$28,300 




Minimum lease payments have not been reduced by mini¬ 
mum sublease rentals of $45,100,000 due in the future 
under noncancelable subleases. They also do not include 
percentage rentals which may be paid under certain store 
leases where sales exceed stipulated amounts. 

The Company is constructing a $26 million (1.3 million 
square foot) distribution center in Junction City, Kansas. 
The funds are expected to be raised in a private place¬ 
ment of industrial revenue bonds. 


Note 12—Foreign Subsidiaries 

The Company has wholly-owned subsidiaries in Canada, 
Germany, Mexico, Spain and Australia which are con¬ 
solidated and an unconsolidated subsidiary in Great 
Britain—F. W. Woolworth and Co., Limited, of which the 
Company owns 52.7% of the outstanding capital stock. 
Summary financial data pertaining to these foreign sub¬ 
sidiaries follows: 


January 31, 1978 and 1977 


1977 1976 


(in thousands of dollars) 


Current assets . 

Owned properties, net 

Other assets . .. 

Liabilities and reserves 


$ 390,400 
348,000 
9,900 
(307,900) 


$ 381,500 
335,900 
7,600 
(320,300) 


Net assets of foreign consolidated 


subsidiaries . 


430,400 


404,700 

Equity in F. W. Woolworth 





and Co., Limited . 


185,900 


180,100 

Total equity in foreign subsidiaries . 

$ 

616,300 

$ 

584,800 

For the fiscal years ended January 31, 1978 and 1977 

Sales . 

$1,835,000 

$1,789,800 

Income before taxes . 

Income taxes* . 

$ 

87,700 

43,300 

$ 

103,600 

25,000 

Net income of foreign consolidated 



subsidiaries* . 


44,400 


78,600 

Equity in net income of 



F. W. Woolworth and Co., Limited .. 


19,400 


6,700 

Net income of foreign subsidiaries. . 

$ 

63,800 

$ 

85,300 


*ln addition, withholding taxes on foreign dividends of $8,800 and 
$14,900 were provided in 1977 and 1976, respectively. 


Note 10—Business by Segments 

Financial information for various segments of the Com¬ 
pany’s business is included in the Management’s Discus¬ 
sion and Analysis of the Business section on page 18. 


The effect of fluctuations in foreign exchange rates is 
shown in the following table: 

1977 _1976 

(in thousands of dollars) 


Note 11—Sale of Trade Receivables 

in January 1977 the Company, in the United States and 
Canada, sold to General Electric Credit Corporation 
(GECC) and Bank of Montreal (B of M) trade receivables 
aggregating approximately $216,100,000, less an initial 
discount of approximately $2,200,000. Most of the ac¬ 
counts were sold with recourse. The Company continues 
to offer credit plans to qualified customers; GECC and 
B of M are purchasing, without recourse after a transitional 
period, trade receivables, as they arise, at discounts rang¬ 
ing from 1.75% to 3% in the United States and 3% to 5% 
in Canada. In the United States, the Company also pays a 
fee for each account billed, 


Exchange (losses) gains from balance 


sheet translation (FAS No, 8) . 

$ (10,200) 

$ 18,600 

Inventory and fixed asset (losses) 
from income statement translation. . 

(5,500) 

(17,600) 

Total currency change related items. . 

(15,700) 

1,000 

Balance of earnings from operations. . 

79,500 

84,300 

Net income of foreign subsidiaries. , 

$ 63,800 

$ 85,300 
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Notes to Consolidated Financial Statements (continued) 


Note 13—Quarterly Results (unaudited) 

The quarterly data below has been reviewed by Price 
Waterhouse & Co. in accordance with procedures prom¬ 
ulgated by the American Institute of Certified Public Ac¬ 
countants. Because these review procedures do not con¬ 


stitute an audit in accordance with generally accepted 
auditing standards, Price Waterhouse & Co. expresses no 
opinion on the interim financial information. 



Sales 

Income of 
consolidated 
companies 

Equity in net 
income of F, W. 
Woolworth and 

Co., Limited 

Net income 

Net income 
per share 

1977 

1976 

1977 1976 

1977 1976 

1977 1976 

1977 1976 


Quarter 



(in millions of dollars except per share amounts) 



First . 

. $1,148 

$1,088 

$ 3 

$ 12 

$ 4 

$ 2 

$ 7 

$ 14 

$ .21 

$ .45 

Second . 

. 1,292 

1,223 

3 

16 

— 

— 

3 

16 

.08 

.52 

Third . 

. 1,362 

1,258 

15 

15 

(2) 

4 

13 

19 

.40 

.62 

Fourth . 

. 1,732 

1,583 

52 

58 

17 

1 

69 

59 

2.34 

2.03 

Year. 

. $5,534 

$5,152 

$ 73 

$101 

$ 19 

$ 7 

$ 92 

$108 

$3.03 

$3.62 

Fully diluted -Year. 









$2.91 

$3.45 


Note 14—Replacement Costs (unaudited) 

As with all major retailers, the Company’s annual report 
on Form 10-K to the Securities and Exchange Commission 
contains information with respect to estimated replace¬ 
ment cost of inventories and productive capacity (gener¬ 
ally buildings, fixtures and equipment) as at January 31, 
1978 and the approximate effect which such estimated 
replacement cost would have had on the computation of 
costs of sales and depreciation expense for the fiscal year 
then ended. Contrasted to some retailers, a significant 
number of company stores, particularly in Great Britain 
and Germany, are owned and their replacement cost 
values are substantially in excess of cost, at which they 
are carried in the financial statements. 


Note 15—Subsequent Event (unaudited) 

On March 9, 1978, the Company announced an agree¬ 
ment in principal to acquire Rockower Brothers, Inc. for 
approximately $30 million. Rockower’s principal business 
is the operation of licensed men’s and boy's departments 
in 175 of the Company’s Wooico stores in the United 
States. Rockower’s 1977 sales and net earnings amounted 
to $115.6 million and $5.4 million, respectively. 


T ransfer Agents 

Citibank, N.A., 111 Wall Street 
New York, New York 10015 

The Northern Trust Company 
50 So. La Salle Street 
Chicago, Illinois 60690 

Registrars 

Irving Trust Company 

One Wall Street 

New York, New York 10015 

Continental Illinois National Bank and 
Trust Company of Chicago 
231 So. La Salle Street 
Chicago, Illinois 60690 


Shareholders Meeting 

The next annual meeting of the shareholders 
will be held at Pfister Hotel & Tower, 
Wisconsin Avenue at Jefferson, Milwaukee, 
Wisconsin at 10 A.M. on Thursday, June 22, 
1978. A formal notice of the meeting, 
together with a proxy statement and form 
of proxy, will be mailed to each shareholder 
on or about May 15, 1978 at which time 
proxies will be requested by management. 


Form 10-K 

A copy of the Company’s 1977 annual 
report on Form 10-K to the Securities and 
Exchange Commission is available without 
charge by request to the Secretary’s Office, 
F. W. Woo!worth Co., 233 Broadway, 

New York, New York 10007. 
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